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UNADVERTISED  CONTRACTS  ISSUED  BY 


THE  CITY  OF  BOSTON 


IN  FISCAL  YEAR  1988 


INTRODUCTION 


The  Finance  Commission  issued  its  last  report  on  the  management  of 
unadvertised  contracts  in  September,  1987.   It  reported  on  contract  activity  in 
fiscal  years  1986  and  1987.   The  Commission  found  that  the  City  of  Boston  had 
done  a  poor  job  awarding  contracts  and  that  the  City  continued  to  ignore  its 
own  policies.   The  Finance  Commission  found  that  contracts  were  not  well 
managed.   The  1983  findings  of  the  Mayor's  Transition  Team,  "That  Boston's 
contracts  are  awarded  and  monitored  with  an  informality  hardly  befitting  the 
enormous  amount  of  money  at  stake  and  are  managed  by  an  inefficient, 
bureaucratic  system  that  is  susceptible  to  abuse,"  remained  valid  through 
FY  1987. 

Every  contract  awarded  by  City  departments  which  is  estimated  to  cost 
in  excess  of  $2,000  must  be  publicly  advertised  unless  the  Mayor  gives  his 
written  permission  to  award  without  bids.   The  Mayor,  through  an  Executive 
Order,  has  also  established  criteria  that  he  expects  to  be  followed  before  he 
will  entertain  requests  to  award  without  bidding.   The  Finance  Commission 
reviews  every  unadvertised  contract  for  compliance  with  the  City  Charter,  the 
merit  of  awarding  a  contract  without  formal  bids  and  for  compliance  with 
procedures  for  administering  City  contracts.   This  report  addresses  the 
issuance  of  contracts  during  the  fiscal  year  1988  and  examines  the  management 
of  contracts  during  the  first  few  months  of  fiscal  year  1989. 
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FINDINGS 

1.  The  City  has  continued  to  issue  a  substantial  number  of  contracts 
without  formal  public  bidding.  During  fiscal  year  1988,  1,662  contracts  were 
issued  in  an  amount  of  $316  million; 

2.  Compliance  with  contract  management  policy  has  remained  a  problem 
in  fiscal  year  1988.   The  Commission  approved  842  of  the  1,662  contracts 
issued.   Once  again  there  was  a  substantial  problem  with  the  timeliness  of 
contracts  as  729  were  submitted  late  and  47  were  submitted  after  the  fact; 

3.  Although  the  management  of  contracts  in  fiscal  year  1988  showed 
only  a  small  overall  improvement,  the  management  of  contracts  in  FY  1989  has 
shown  some  improvement  to  date.   Annual  contracts  were  submitted  much  earlier 
than  in  past  years  (403  were  submitted  prior  to  the  start  of  the  fiscal  year) 
and  the  Office  of  Contract  Management  has  finallly  begun  to  assert  itself; 

FISCAL  YEAR  1988  CONTRACTS 

The  City  Charter  requires  that  all  work  anticipated  to  cost  in  excess 
of  $2,000  be  publicly  advertised.   Only  contracts  awarded  to  the  lowest 
eligible  bidder  based  upon  such  a  public  solicitation  comply  with  that 
requirement.   A  contract  awarded  on  any  other  basis  is  an  unadvertised 
contract,  although   contracts  may  be  unadvertised  but  still  be  subject  to  some 
type  of  a  competitive  process. 

The  City  oftentimes  seeks  proposals  for  work  through  a  Request  for 
Proposals  (RFP)  process.   In  such  cases,  potential  vendors  submit  proposals  and 
costs  in  response  to  the  RFP  and  the  City  evaluates  each  proposal  to  determine 
which  is  best  for  the  City.   The  process,  although  subjective  to  a  point, 
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is  competitive.   On  other  occasions  the  City  seeks  informal  bids  and  awards  a 
contract  accordingly.   Other  times  the  City  has  selected  vendors  who  have  won  a 
bidding  process  through  a  state  or  group  bid.   The  Police  Department,  for 
example,  buys  its  cars  under  a  contract  bid  by  the  Greater  Boston  Police 
Council.   There  are  other  contracts  which  are  either  renewals  or  contracts 
exercising  an  option  year  from  a  previously  bid  contract.   Referring  to  all 
unadvertised  contracts  as  no-bid  contracts  is  not  an  accurate  reflection  of 
what  constitutes  unadvertised  contracts.   There  are  many  different  situations 
and  the  Commission  reviews  them  all. 

The  dollar  volume  of  unadvertised  contract  activity  amounted  to  more 
than  $316  million  in  fiscal  year  1988  but  a  significant  portion  of  that  total 
is  concentrated  in  a  small  number  of  contracts.   Furthermore,  most  of  those 
contracts  involved  some  kind  of  a  competitive  process  or  a  service  that  did  not 
lend  itself  to  a  competitive  process. 

The  following  is  a  list  of  the  25  largest  contracts: 

1.  $36 ,000 ,000  -  Administrative  Services  -  Contract  with  Blue  Cross  and 
Blue  Shield  of  Mass.,  Inc.  to  provide  health  care  services  to  employees  and 
retirees ; 

2.  $17 , 187 ,780  -  Public  Works  Department  -  Contracts  negotiated  with 
three  companies  to  provide  for  the  disposal  of  residential  refuse; 

3.  $16 ,500 ,000  -  Administrative  Services  -  Contract  with  the  Harvard 
Community  Health  Plan,  Inc.  to  provide  insurance  and  comprehensive  medical 
health  care; 

*•  $11»900,000  -  School  Dept.  -  National  School  Bus  Service,  Inc.  to 
provide  bus  transportation  to  Boston  Public  School  students; 
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5.  $11,500,000  -  Public  Facilities  -  Boston  Bank  of  Commerce  which  acts 
as  a  servicing  agent  for  various  housing  loan  programs; 

6.  $9,750,000  -  Public  Facilities  -  Shawmut  Bank  of  Boston  which  acts 
as  a  servicing  agent  for  various  housing  loan  programs; 

7.  $9,261,287  -  Public  Works  -  Contracts  with  five  companies  to  provide 
for  the  collection  of  refuse  in  the  neighborhoods  of  the  City  of  Boston; 

8.  $8,800,000  -  Health  and  Hospitals  -  Contractual  agreements  with  the 

Trustees  of  Boston  University  to  provide  for  physician  and  related  services  at 
■  ■  '  '   '  'i  p— — i— 

Boston  City  Hospital; 

9.  $5,245,000  -  Transportation  Dept .  -  Datacom  Systems  Corp.  - 
Management  of  system  for  reporting  and  processing  of  parking  violations; 

10.  $5 ,389 ,067  -  School  Dept.  -  Contract  with  Transcom,  Inc.  to  provide 
for  special  needs  transportation; 

11.  $4,900 ,000  -  Health  and  Hospitals  -  13  various  contractual 
agreements  with  the  Trustees  of  Health  and  Hospitals  of  the  City  of  Boston, 
Inc.  to  fund  the  operation  of  the  neighborhood  health  centers,  neighborhood 
health  advocates  programs  and  services  for  the  homeless  at  the  Long  Island 
Shelter; 

12.  $4,200,000  -  Administrative  Services  -  Contract  with  Tufts 
Associated  HMO,  Inc.  to  provide  insurance  and  medical  care; 

13.  $2,895,781  -  Mayor's  Office  of  Jobs  and  Community  Services  - 
A.B.C.D. ,  Inc .  for  the  management  of  the  comprehensive  summer  youth  employment 
and  training  program  and  various  job  and  educational  services  programs; 

14.  $2,556,840  -  Purchasing  -  Contract  with  Natick  Ford  to  buy  165 
police  cars  using  the  bid  price  received  from  the  Greater  Boston  Police  Council 
bid; 
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15.  $2,375,421  -  Library  -  Trustees  of  the  Public  Library  of  the  City 
of  Boston  -  Contract  for  the  purchase  of  books  and  other  library  materials; 

16.  $2,200,000  -  Administrative  Services  -  Boston  Health  Plan,  Inc.  - 
provision  of  insurance  and  comprehensive  medical  care  through  participating 
community  health  centers  and  affiliated  hospitals; 

17.  $1,700,000  -  Administrative  Services  -  Medical  East  -  Contract  to 
provide  insurance  and  comprehensive  medical  health  care; 

18.  $1,600,000  -  Management  Information  Systems  -  I.B.M.  -  Lease  and 
rental  of  various  equipment  plus  maintenance  and  programming  service; 

19.  $1,500,000  -  School  Dept .  -  Harcourt  Brace  Jovanovich,  Inc.  to 
provide  basal  readers  to  the  department ; 

20.  $1,400,000  -  Public  Facilities  -  Boston  Housing  Authority  to 
redevelop  72  units  at  the  General  Warren  Housing  Project  in  Charlestown; 

2 1 .  $1 ,286,000  -  Community  Schools  -  Quincy  School  Community  School 
Council,  Inc.  for  financial  management  and  administrative  support  services  for 
community  schools  programs; 

22.  $1 ,280,000  -  Public  Facilities  -  Fensgate  Assoc . ,  Inc.  contract  to 
develop  #73  Hemenway  St.  into  46  limited  equity  cooperative  housing  units; 

23.  $1 ,  125,672  -  Purchasing  -  Greenwood  Fire  Apparatus,  Inc.  purchase 
of  one  pumper  and  four  aerial  fire  trucks; 

24.  $1,112,000  -  Public  Facilities  -  Contract  with  Notter,  Finegold  and 

■   ■  '  '  ■    '   ■    ■    *  ■      I  >  ■   ■       ■   ■      ■■■■■■«■■■! 

Alexander  for  design  of  renovations  at  Boston  Latin  Academy; 

25 '  $1>097,310  -  School  Dept.  -  Bay  State  York  Co. ,  Inc.  option  year  on 
contract  to  service  mechanical  equipment  in  various  schools. 
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There  were  four  departments;  Public  Facilities,  Health  and  Hospitals, 
Mayor's  Office  of  Jobs  and  Community  Services  and  the  School  Department  which 
collectively  issued  985  contracts,  60%  of  all  unadvertised  contracts  issued  in 
FY  88.   These  contracts  accounted  for  a  cost  of  $147  million. 

The  Mayor's  Office  of  Jobs  and  Community  Services  (JCS)  issued  274 
contracts,  the  most  of  any  department.   It  is  the  City  agency  which  oversees 
programs  involving  education,  jobs  training  and  human  services.   The  programs 
are  funded  primarily  by  grants  from  the  Federal  and  State  Governments  and  are 
carried  out,  for  the  most  part,  by  non-profit  organizations.   In  1988,  there 
were  11  contracts  with  the  Community  School  Counsels  totalling  $1.2  million. 
A.B.C.D.,  Inc.  has  the  largest  single  JCS  contract,  $1.4  million,  for  the 
Summer  Youth  Employment  Training  Program.   The  Home  Building  Institute 
provided,  through  a  JCS  contract,  construction  and  vocational  training  and  job 
counseling  at  a  cost  of  approximately  $440,000. 

The  School  Department  was  the  second  most  active  department  with  257 
contracts  issued.   Its  largest  contract  was  with  The  National  School  Bus  Co.  to 
provide  school  bus  service  in  an  amount  of  $11.9  million.   Transcomm,  Inc.  held 
a  contract  for  $5.4  million  to  provide  special  needs  transportation  services. 
Many  School  Department  contracts  are  to  colleges  and  universities  to  provide 
educational  services  to  Boston  public  school  students.   School  Department 
support  services  include  supplies  and  materials,  maintenance  and  repair 
contracts.   The  largest  supply  contract  is  a  $5  million  multi-vendor  contract 
for  books  and  periodicals.   The  largest  single  book  contract  was  with  Harcourt 
Brace  Jovanovich,  Inc.  for  $1.5  million.   The  largest  maintenance  provider  was 
Bay  State  York  Co.  for  maintenance  of  mechanical  equipment  at  a  cost  of  $1.1 
million. 
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The  Department  of  Health  and  Hospitals  issued  228  contracts  in  an 
amount  of  $32  million.   There  were  19  separate  contracts  awarded  to  the 
Trustees  of  Boston  University  in  an  amount  of  $8.8  million  mostly  for  the 
provision  of  physician  services  at  Boston  City  Hospital.   The  Department  issued 
another  13  contracts  to  the  Trustees  of  Health  and  Hospitals  of  the  City  of 
Boston,  Inc.  (Trustees)  in  an  amount  of  $4.9  million.   Those  contracts  included 
funding  neighborhood  health  centers,  neighborhood  health  advocates,  and 
services  at  the  Shelter  for  the  Homeless  at  Long  Island  Hospital.   The 
Department  also  issued  almost  $6.5  million  in  multi-vendor  contracts. 

The  Public  Facilities  Department  (PFD)  issued  226  contracts  in  an 
amount  of  $39.9  million.   Its  increased  volume  over  past  years  was  largely  due 
to  the  fact  that  it  is  implementing  much  of  the  City's  capital  plan.   It  is 
also  the  department  which  contracts  with  different  banks  which  act  as  financial 
agents  for  the  City  in  various  loan  programs  for  commercial,  residential  and 
mixed  use  real  estate  projects.   Funds  for  those  programs  were  received  by  the 
City  under  the  Community  Development  Block  Grant  Program. 

PFD  has  also  entered  into  several  large  design  contracts.   Two  such 
contracts  were  an  $1.1  million  contract  with  Notter  Finegold  and  Alexander  to 
design  renovations  at  Boston  Latin  Academy  and  an  $876,624  contract  to  Shepley, 
Bulfinch,  Richardson  and  Abbot  to  design  the  renovations  at  the  Boston  Latin 
School.   The  Department  has  entered  into  numerous  multi-vendor  contracts 
amounting  to  more  than  $870,000. 

THE  FINCOM  REVIEW 

All  unadvertised  contracts  are  forwarded  to  the  Commission  for  review 
before  the  Mayor  formally  executes  a  contract.    The  Commission's  review 
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considers  a  variety  of  factors  including  the  merits  of  the  contract  and  whether 
or  not  it  is  in  compliance  with  procedures  established  to  manage  contracts. 

Every  contract  is  returned  to  the  Office  of  Contract  Management  with  a 
worksheet  which  sets  forth  the  Commission's  recommendation  on  the  contract. 
Below  is  a  summary  of  the  recommendations  for  FY  1988: 

1.  Number  of  contracts  disapproved  with  the  recommendation 

that  they  be  bid 16 

2.  Contracts  disapproved  due  to  being  submitted  after  the 
period  of  the  contract  was  completed ■ 47 

3.  Contracts  not  approved  due  to  lateness 729 

4.  Contract  not  approved  due  to  insufficient  data  on 

contract  cost 2 

5.  Contracts  not  approved  due  to  insufficient  RFP  process 5 

6.  Emergency  contracts  approved 44 

7.  Contracts  not  approved 21 

8.  Contracts  approved -798 

1,662 

The  Commission  approved  of  the  award  and  awarding  process  in  842  of  the 
1,662  contracts  issued.   There  were  798  contracts  which  were  approved  because 
they  were  services  that,  in  the  opinion  of  the  Finance  Commission,  were  in  the 
best  interest  of  the  City  and  should  have  been  awarded  without  a  formal  public 
bid  process.   Another  44  contracts  involving  emergency  services   were  also 
approved  by  the  Commission. 

The  Commission  did  not  approve  820  contracts.   Most  of  those,  729,  were 
not  approved  due  to  the  continued  failure  of  departments  to  comply  with  City 
policy  on  the  award  of  unadvertised  contracts.   The  late  submission  of  con- 
tracts continues  to  be  a  major  administrative  problem.   Forty-seven  contracts 
were  disapproved  because  the  contracted  service  was  fully  completed  prior  to  a 
contract  being  in  place.   Sixteen  others  were  disapproved  because  the  service 
was  competitive  and  should  have  been  publicly  bid.   Twenty-one  were  disapproved 
because  they  were  not  appropriate  services  to  be  awarded  without  advertising 
and  seven  other  contracts  were  disapproved  due  to  a  failure  to  sufficiently 
document  or  justify  the  cost  or  the  merits  of  an  RFP  process  that  was  utilized. 
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OFFICE  OF  CONTRACT  MANAGEMENT 

—  ■  i — ■  ■  ■  ■  ■?■ 

The  Office  of  Contract  Management  (OCM)  was  formed  in  March,  1986.   Its 
task  is  to  provide  for  the  effective  management  of  contracts  issued  by  the  City 
of  Boston  and,  in  terms  of  unadvertised  contracts,  insure  that  they  are  managed 
according  to  the  provisions  of  the  Mayor's  Executive  Order  on  Contract 
Compliance. 

The  office  has  a  staff  of  5  and  a  budget  of  $160,000.   The  Commission 
has  been  critical  of  OCM  because  in  the  past  it  has  not  fulfilled  its  mandate. 
Despite  its  creation  in  March  of  1986,  the  Finance  Commission  saw  no 
improvement  in  the  management  of  unadvertised  contracts  in  either  fiscal  years 
1986  or  1987. 

Over  the  past  six  months  the  office  has  begun  to  make  some  needed 
improvements.   One  past  criticism  was  that  OCM  did  not  insist  that  unadvertised 
contracts  be  published  in  the  City  Record  in  a  timely  fashion  as  required  by 
the  City  Charter.   This  situation  has  been  remedied. 

The  office  has  also  finally  begun  to  get  serious  about  the  timely 
issuance  of  unadvertised  contracts.   Although  there  was  only  marginal 
improvement  in  fiscal  year  1988,  this  seemed  to  be  changing  as  fiscal  year  1989 
began.   The  office  made  a  concerted  effort  to  have  departments  submit 
annualized  contracts  in  advance  for  the  new  fiscal  year.   The  result  was  that 
more  than  400  contracts  were  processed  prior  to  the  start  of  the  fiscal  year. 
That  number  is  considerably  more  than  in  any  past  year. 

Despite  the  progress  there  are  still  too  many  contracts  which  do  not 
comply  with  administrative  policy.   Over  the  past  few  weeks,  15  contracts  were 
processed  by  the  Office  of  Contract  Management  that  were  for  services  already 
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completed.   Six  of  those  were  Police  Department  contracts  and  four  of  the  six 
were  for  services  that  were  competitive  and  thus  should  have  been  publicly 
bid. 


RECOMMENDATIONS 


The  Commission  offered  no  new  recommendations  in  its  last  report  and 
none  are  being  offered  at  this  time.   However,  the  Commission  does  have  two 
suggestions  that  deserve  to  be  repeated.   The  Commission  has  long  favored  an 
increase  in  the  bid  limit  from  $2,000  to  $10,000.   The  $2,000  limit  was  first 
established  in  1890  and  is  impractical  for  the  City  of  Boston.   The  City  is  not 
benefitting  when  it  publicly  advertises  for  services  that  fall  in  the  $2,000  to 
$10,000  area.   The  cost  of  putting  the  bid  proposal  together  by  City  personnel 
and  the  time  and  expense  on  the  part  of  prospective  bidders  to  reply  simply 
offset  any  potential  savings.   The  City  should  adopt  an  informal  bid  process 
for  services  which  cost  less  than  $10,000. 

Secondly,  every  department  should  be  made  to  comply  with  the  Mayor's 
Executive  Order  on  Contract  Compliance.    The  timely  execution  of  contracts  not 
only  complies  with  the  policies  of  the  City  but  makes  good  management  sense. 
Contractors  will  be  paid  in  a  timely  manner  and  the  purpose  of  the  contract  is 
more  likely  to  be  fulfilled. 
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Department 


Administrative  Services 

Arson  Prevention  Comm. 

Assessing 

Auditing 

Boston  Women's  Comm. 

City  Council 

Co  Hector -Treasurer 

Community  Schools 

Elderly  Affairs 

Election  Comm. 

Environment  Dept. 

Fair  Housing  Comm. 

Finance  Commission 

Fire  Dept . 

Handicapped  Affairs 

Health  and  Hospitals 

Human  Rights 

Inspectional  Services 

Law  Dept . 

Library  Dept . 

Licensing  Board 

MIS 

Mayor's  Office 

Mayor's  Office/Consumer  Aff 

Mayor's  Office/JCS 

Parks  and  Recreation 

Penal  Dept. 

Pol  ice  Dept . 

Public  Facilities 

Public  Works 

Purchasing 

Real  Property 

Retirement  Board 

School  Dept . 

Suffolk  County  Dpts. 

Transportation  Dept. 

Veterans  Graves 


#  Contracts 

Total  Amt . 

59 

$64,035,469 

2 

35 

000 

37 

2,370 

778 

5 

32 

000 

1 

3 

,500 

6 

58 

300 

62 

1,070 

,338 

13 

2,038 

995 

6 

62 

,651 

1 

2 

700 

5 

53 

,500 

1 

7 

500 

2 

26 

,000 

18 

11,177 

356 

1 

2 

,200 

228 

32,175 

932 

2 

8 

,235 

8 

37 

220 

62 

1,086 

400 

17 

3,425 

563 

4 

49 

000 

34 

3,683 

357 

14 

355 

572 

6 

99 

754 

274 

14,450 

602 

50 

2,640 

308 

15 

1,551 

718 

45 

6,450 

136 

226 

39,876 

507 

63 

41,388 

367 

53 

13,947 

013 

19 

5,529 

936 

1 

35 

000 

258 

60,915 

011 

21 

727 

443 

35 

6,483 

436 

8 

25 

423 

a— o   ■   ■   X   ■   1 

-.-«—■  — 

1,662  $315,918,220 
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Department 


FinCom  Recommendations 

#1   #2   #3a  Fib  1PH      #3d   #3d   #4  #5   #6 


#  Contracts 


Administrative  Services 

Arson  Prevention  Comm. 

Assessing 

Auditing 

Boston  Women's  Coram. 

City  Council 

Collector-Treasurer 

Community  Schools 

Elderly  Affairs 

Election  Comm. 

Environment  Dept . 

Fair  Housing  Comm. 

Finance  Commission 

Fire  Dept. 

Handicapped  Affairs 

Health  and  Hospitals 

Human  Rights 

Inspectional  Services 

Law  Dept . 

Library  Dept. 

Licensing  Board 

MIS 

Mayor's  Office 

Mayor's  Office/Consumer  Aff 

Mayor's  Office/JCS 

Parks  and  Recreation 

Penal  Dept . 

Police  Dept. 

Public   Facilities 

Public  Works 

Purchasing 

Real  Property 

Retirement  Board 

School  Dept. 

Suffolk  County  Dpts. 

Transportation  Dept. 

Veterans  Graves 


28 

2 

19 


3 
39 

11 
3 

1 
1 


2 

121 
2 

2 
5 

1 

9 
2 

1 

1 

24 
5 
3 

1 

7 

158 

1 

2 

10 

7 

2 

5 

29 

12 

64 

3 

25 

2 

6 
3 

1 

6 

123 
11 

1 

5 

1 

1 

2     1 


1 

1 

27 

59 

2 

18 

37 

4 

5 

1 

1 

3 

6 

1 

19 

62 

2 

13 

1 

6 
1 

4 

5 
1 

2 

2 

9 

2 

18 
1 

105 

228 
2 

1 

3 

2 

8 

54 

62 

7 

17 

2 

4 

1 

7 

34 

3 

6 

14 

1 

2   . 

6 

108 

274 

36 

50 

8 

15 

3 

6 

45 

12 

6 

129 

226 

2 

1 

29 

63 

45 

53 

5 

11 

19 

1 

1 

8 

1 

119 

258 

5 

5 

21 

1 

27 

35 

6 

8 

8  47  729 


44   21  798 


1,662 


#1  -  Disapproved,  contract  should  be  publicly  advertised; 

#2  -  Disapproved,  award  letter  was  sumbitted  after  contract  period  had  expired; 

#3a  -  Not  approved,  contract  submitted  late; 

#3b  -  Not  approved,  insufficient  information  to  support  conclusion  the  public  advertising 

would  serve  no  useful  purpose; 
#3c  -  Not  approved,  letter  contains  insufficient  information  on  relative  cost  of  contract 

and  vendors  prior  experience  with  department; 
#3d  -  Not  approved,  letter  does  not  contain  information  to  defend  vendor  over  others 

who  competed  in  RFP  process; 
#4  -  Contract  is  of  emergency  nature-  award  without  advertising  approved; 
#5  -  Contract  is  not  approved; 
#6  -  Contract  is  approved. 
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